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EFFICIENT MARKET FOR FINANCIAL PRODUCTS 
BACKGROUND 

[0001] This application is a continuation-in-part of, and claims the benefit of: 
[0002] (1) U.S. Patent Application Serial No. 09/178,400, filed October 24, 1998, 
5 entitled "A Data Processing System for Providing an Efficient Market for Loans and Lines of 
Credit," which is incorporated by reference, and 

[0003] (2) U.S. Patent Application Serial No. 09/296,573, filed April 22, 1999, entitled 
"A Data Processing System for Providing an Efficient Market for Insurance and Reinsurance," 
which is also incorporated by reference. 
10 [0004] The present invention relates to electronic commerce in general, and, more 

particularly, to a data processing system that provides an efficient market for: (1) the provision of 
loans and lines of credit between lenders and those seeking loans or lines of credit, or the 
provision of insurance by insurers to insureds (the "primary," "retail" or "insurance" market), 
and (2) the buying and/or selling of existing loans or lines of credit among buyers and sellers, or 
15 the reinsurance of primary insurers by reinsurers (the "secondary," "wholesale" or "reinsurance" 
market). 

[0005] As anyone who has ever sought a loan, line of credit, or insurance policy knows 
(hereinafter an "applicant"), it can be a challenge to find a lender or insurer who is willing to 
offer a loan, line of credit, or insurance policy at a reasonable interest rate or insurance premium 

20 and on reasonable terms. Although the verity of this statement is clear for loan applicants with 
poor credit histories and little collateral or insurance applicants who present poor risk, it is also 
true for those with excellent credit histories and substantial assets, and who present a good risk. 
For example, although many lenders/insurers might endeavor to provide some types of loans, 
lines of credit, or insurance, few lenders/insurers provide more than a small subset of all of the 

25 types of loans, lines of credit, or insurance offered by all of the lenders/insurers. One 

lender/insurer might offer only 30-year adjustable-rate home mortgage loans for under $300,000 
or homeowner's insurance for single-family dwellings while another only offers 1 5-year fixed- 
rate home mortgage loans for over $70,000 or flood insurance for apartment dwellers. 
Therefore, even a creditworthy credit applicant or good risk insurance applicant might waste his 
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or her time approaching lenders/insurers who do not offer the type of loan, line of credit or 
insurance product that he or she desires. 

[0006] Furthermore, even if a creditworthy loan applicant or good risk insurance 
applicant finds a lender/insurer who does offer the type of loan, line of credit or insurance policy 

5 that he or she desires, the applicant is unlikely to know if that lender/insurer is offering the 

product at a competitive rate and on competitive terms. In general, there are three ways that an 
applicant can remedy this. 

[0007] First, the applicant can contact (e.g., in person, on the telephone, etc.) numerous 
lenders/insurers and inquire into their interest rates or insurance premiums and terms for a 

10 particular loan, line of credit or insurance policy. In fact, many people do precisely this when 
seeking a home mortgage loan or automobile insurance because minor differences in interest 
rates and terms are well-known to result in substantial differences in monthly payments, and the 
premiums, terms, fees and underwriting standards of different insurers vary widely. Although it 
clearly pays to shop around, even the most stalwart are unlikely to contact more than a dozen 

15 lenders/insurers because of the time and effort involved. 

[0008] Second, the applicant can consult newspapers and other periodicals that publish 
interest rates or insurance premiums and terms for a variety of lenders/insurers. Such listings 
are, however, unlikely to be comprehensive and are likely to be out-of-date, particularly in times 
when interest rates, insurance premium rates, or other contract terms are changing rapidly. One 

20 factor that accelerates the perishability of interest rates or insurance premiums in newspapers and 
periodicals concerns lenders/insurers who discover that their published interest rates or insurance 
premiums and terms are not competitive. Typically, those lenders/insurers immediately change 
their interest rates or insurance premiums and terms, but because of the latency in publishing and 
disseminating newspapers and periodicals those changes are not immediately known. Although 

25 an applicant can consult published resources that do not have a printing latency (e.g., the Internet 
sites of lenders or mortgage brokers, etc.), those rates are often misleading because they apply 
only to those borrowers who are most creditworthy or insureds or offer the best risk. 

[0009] Third, the applicant can contact an "independent" loan broker or insurance agent 
who represents a plurality of lenders/insurers. The independent loan broker or insurance agent is 

30 not, however, obligated or motivated to provide the applicant with the least expensive loan, line 
of credit or insurance policy at the best terms, but rather the loan, line of credit or insurance 

Atty. Docket No. 1 14459-05-E3 2 Appl. Ser. No. 09/370,619 

1339020.1 



policy that garners the loan broker or insurance agent the largest commission for the least cost. 
In other words, because the loan broker or insurance agent does not have a fiduciary duty to the 
applicant, and, therefore is not legally (or financially) motivated to find the applicant the least 
expensive loan or line of credit at the best terms, the applicant might be disadvantaged by using a 

5 loan broker or insurance agent rather than using a lender directly. 

[0010] Regardless, when an applicant has satisfied himself or herself that he or she has 
found a lender/insurer who offers the desired loan, line of credit or insurance policy at a 
competitive interest rate or insurance premium and at reasonable terms, the applicant must 
thereafter expend an indeterminate amount of time and energy to learn if he or she qualifies for a 

10 desired loan, line of credit, or insurance policy from that lender/insurer. And although an 

applicant might satisfy himself or herself that he or she has located a lender/insurer with the best 
interest rate or insurance premium and terms, that does not mean that he or she has, in fact, done 
so. There could be other lenders/insurers, unknown to the applicant, who offer better interest 
rates or insurance premiums and terms, and who would accept the applicant. 

15 [001 1] Furthermore, the lender/insurer might decide that the applicant does not qualify 

for the desired loan, line of credit, or insurance policy, or that the applicant, because of credit 
problems, little collateral, poor health, accidents in the past or other high risk factors, does not 
qualify for the best interest rates or insurance premiums and terms, which are what brought the 
applicant to that lender/insurer in the first place. In either case, the applicant might have wasted 

20 his or her time in approaching the lender/insurer or might not receive the interest rate or 
insurance premium and terms that were anticipated. 

[0012] The end result is that, in today's marketplace, it can be difficult for those seeking 
a loan, line of credit, or insurance policy to find a lender/insurer that is willing to offer the loan, 
line of credit or insurance policy that the applicant desires at a competitive interest rate or 

25 insurance premium and on competitive terms. 

[0013] Perhaps surprisingly, it is even more difficult for each lender/insurer to find a 
satisfactory number of potential customers {i.e., applicants who are interested in and qualify for 
the particular lender's/insurer's loans and lines of credit or insurance products). In fact, some 
lenders/insurers spend millions of dollars per year on advertising to entice applicants to their 

30 door only to learn that many do not qualify for any type of loan, line of credit or insurance policy 
under the lender/insurer's lending or insurance underwriting standards. This is extremely 
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inefficient and problematic for lenders/insurers because the money spent on advertising, 800- 
numbers, application takers and underwriting reviewers must be recouped from the earnings of 
those financial products that are, in fact, provided to applicants who do qualify and ultimately 
close a loan, line of credit or insurance policy In other words, a portion of the money (e.g., 

5 application fees, points, interest, insurance premiums, etc.) paid by those applicants who do close 
loans, lines of credit or insurance policies goes to pay for the lender/insurer's costs in advertising 
and culling out unacceptable applicants. Therefore, a lender/insurer could offer creditworthy or 
good-risk applicants lower fees, interest rates or premiums if the lender/insurer could forego 
advertising and had numerous applicants knocking on its door, all of whom were creditworthy or 

10 acceptable risks. 

[0014] In summary, not only do applicants have difficulty locating a lender/insurer that 
offers the type of loan, line of credit or insurance product sought at competitive rates and on 
competitive terms, but it is also difficult for lenders/insurers to find large numbers of applicants 
who are interested in, and qualify for, the lender's offerings, and that are acceptable risks, 

15 without having to spend time and money on advertising and culling out the unqualified. 

[0015] Therefore, the need exists for a mechanism that enables an applicant to quickly 
and easily find a lender/insurer that offers the loan, line of credit or insurance policy that he or 
she desires at competitive interest or premium rate and on competitive terms and that also 
provides lenders/insurers with large numbers of qualified applicants at a reasonable cost. 

20 

BRIEF SUMMARY 

[0016] In general, in a first aspect, the invention features a method. A data processing 
system receives lending underwriting standards from each of a plurality of lenders. A first set of 
statistics is compiled in data processing system 101 based on the lending underwriting standards 
25 from each of the plurality of lenders. Data processing system 101 outputs the first set of 

statistics to a first lender at a price that is based on a measure of fees incurred with respect to the 
first lender. 

[0017] In general, in a second aspect, the invention features a method. A data processing 
system receives lending underwriting standards from each of a plurality of lenders. Statistics are 
30 compiled in the data processing system based on the lending underwriting standards from each of 
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the plurality of lenders. The data processing system outputs the statistics to a buyer and/or seller 
of loans. The data processing system receives from the first potential seller of a loan an offer to 
sell at least one loan. 

[0018] In general, in a third aspect, the invention features a method. A data processing 
5 system receives lending underwriting standards from a lender. The data processing system 
outputs an indicium that a first portion of a first measure of fees incurred with respect to the 
lender for lending through the data processing system can be credited against a second measure 
of fees incurred by the lender for buying and/or selling at least one loan through the data 
processing system. 

10 [0019] In general, in a fourth aspect, the invention features a method. A data processing 

system receives an offer to sell at least one loan from a potential seller. The data processing 
system outputs an indicium that a first portion of a first measure of fees incurred with respect to 
the potential seller for buying and/or selling loans through the data processing system can be 
credited against a second measure of fees incurred by the seller for lending through the data 

15 processing system. 

[0020] In general, in a fifth aspect, the invention features a method for performance by a 
provider of intermediation services. In a market for financial products in which transactions 
occur among market participants in distinct first and second sectors, intermediation services are 
provided for transactions in each of the two sectors. A predetermined pricing schedule for the 

20 intermediation services provides for credits for transaction fees paid by a party for intermediation 
of transactions in the first sector for redemption against fees payable by the party for 
intermediation of transactions in the second sector. 

[0021] In general, in a sixth aspect, the invention features a method for performance by a 
provider of intermediation services. In a market for financial products in which transactions 

25 occur in distinct first and second sectors, intermediation services are provided for transactions in 
each of the two sectors. Information is offered for sale to parties that conduct transactions in the 
second sector, the information being information captured in the course of providing 
intermediation services in the first sector. The offer is under a prearranged pricing schedule 
providing reductions in the price of the information as fees increase for intermediation services 

30 provided for transactions in the first sector. 
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[0022] In general, in a seventh aspect, the invention features a method for performance 
by a provider of intermediation services. On a secondary market for buying and selling of loans 
to consumers, intermediation services are provided for buying and selling the loans. A 
predetermined pricing schedule for intermediation services provides that transaction fees paid by 
5 a party for intermediation of transactions are to be credited against fees payable by the party for 
intermediation of other transactions, and provides for reduced pricing for access by a party to 
research information describing the loans. The price reduction is based on increased transaction 
volume by the party. 

[0023] In general, in an eighth aspect, the invention features a method, for performance 

10 by a provider of computer information services. During an application process for financial 

products offered by a plurality of offerors, information is obtained describing applications made 
by a plurality of applicants for the financial products and submitted for matching against 
underwriting standards of the offerors. The application information is stored in a . database. 
Essentially contemporaneously with the closing of each of a plurality of the financial products, 

15 the database is updated with information describing the closed financial products. The database 
is made available to parties on a secondary market for the financial products. 

[0024] In general, in a ninth aspect, the invention features a computerized method. 
Information is obtained from a loan applicant, the information relating to the qualifications of the 
applicant relative to underwriting standards of a plurality of lenders, for retail origination of a 

20 financial product. The applicant's information is matched against underwriting standards of a 
plurality of lenders. From among those lenders having underwriting standards that the applicant 
meets, an indicium of the identity of the lender that has the best combination of low interest rate 
and fees and best contractual terms is identified to the applicant. 

[0025] In general, in a tenth aspect, the invention features a method for performance by a 

25 provider of computer information services. In a market for financial products, parties are offered 
real-time or near real-time access to statistics reflecting transactions in the financial products. 
The statistics reflect financial products offered by a plurality of offerors to consumers. The 
statistics are gathered and offered essentially contemporaneously with the preparation by 
consumers of applications for the financial products and/or essentially contemporaneously with 

30 the closing of the financial products. 
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[0026] Preferred embodiments of the invention may include one or more of the following 
features. 

[0027] The financial products may be loans or lines of credit to consumers, for example, 
home mortgages, automobile loans, or personal loans. The financial products may be consumer 
5 insurance, for example, homeowners' or auto insurance. The financial products may be 
commercial or business loans or lines of credit or business insurance. 

[0028] The first sector may be a retail origination market for the loans, lines of credit or 
insurance and the second sector may be a wholesale secondary market on which the loans or 
lines of credit are bought and sold, or reinsurance is sought. Alternatively, the first and second 

10 sectors may be switched vice versa. 

[0029] From among those offerors having underwriting standards satisfied by the 
applicant, the applicant may be provided a list of alternative offerors prioritized by low price 
(e.g., interest rate or insurance premium) and fees and best contractual terms. The best 
combination may be determined by comparing interest rates, or may be determined by 

15 comparing the annual interest rate, excluding adjustments for origination fees and points, or may 
be determined by comparing interest rate, fees, and other contractual terms. 

[0030] The credits may expire if not redeemed within a specified time period. The time 
period may be the close of a month following the month in which the credits are provided, or the 
close of the month immediately following the month in which the credits are provided. 

20 [0031] The information offered may include a lowest interest rate offered by any lender 

to a loan applicant meeting a profile specified by the party purchasing the information. The 
information may include statistical characterizations of transaction volume in the financial 
products. The information may include an enumeration of loan underwriting standards used by 
lenders of the loans or lines of credit. The information may include a volume of loan 

25 applications meeting a profile specified by the party purchasing the information. The 

information may include a statistical characterization of loans closed, the loans meeting a profile 
specified by the party purchasing the information. The information may include a statistical 
characterization of loan pools bought and/or sold, the pools meeting a profile specified by the 
party purchasing the information. 

30 [0032] The above advantages and features are of representative embodiments only. It 

should be understood that they are not to be considered limitations on the invention as defined by 
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the claims. Additional features and advantages of the invention will become apparent in the 
following description, from the drawings, and from the claims. 



BRIEF DESCRIPTION OF THE DRAWINGS 

[0033] FIG. 1 depicts a schematic diagram of data processing system 101. 
5 [0034] FIG. 2 depicts a block diagram of data processing system 101 depicted in FIG. 1. 

[0035] FIG. 3 depicts the relationship of FIGs. 4 and 5. 

[0036] FIG. 4 depicts a first portion of a flowchart of the operation of data processing 
system 101. 

[0037] FIG. 5 depicts a second portion of a flowchart of the operation of data processing 
10 system 101. 

DESCklPTION 

[0038] Referring to FIG. 1, data processing system 101 may provide an efficient market 
for: (1) the provision of loans and lines of credit from lenders to those seeking loans, lines of 

15 credit, or insurance from insurers to those seeking insurance, and (2) the buying and selling of 
existing loans between buyers and sellers of loans or reinsurance of existing insurance policies. 
In particular, data processing system 101 provides an efficient market that not only invites 
lenders/insurers, applicants, buyers and sellers of loans, reinsurers and reinsureds to patronize the 
system, but that induces them to patronize it as well. 

20 [0039] The inducement is manifested in several ways. They include, but are not limited 

to: 

[0040] For applicants: 

• data processing system 101 provides an applicant with a single "one-stop-shopping" 
source that matches the applicant to an lender/insurer who offers the loan, line of 

25 credit or insurance policy sought; 

• data processing system 101 matches an applicant to only those lenders and/or insurers 
whose underwriting standards are satisfied by the applicant's application; and 

• data processing system 101 guarantees an applicant that he or she is being offered the 
best interest rate or insurance premium or the best terms or both available from those 
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lender/insurers who patronize the system (of those lenders/insurers who deem the 
applicant creditworthy or an acceptable risk and who offer the loan, line of credit or 
insurance policy sought). 
[0041] For lenders/insurers: 

• data processing system 101 provides those lenders/insurers who offer competitive 
interest rates or insurance premiums or terms or both with a large number of 
applicants who the lender/insurer deems creditworthy or an acceptable risk at a lower 
cost than in the prior art, which lowers the lender/insurer's cost of doing business 
that, in turn, enables the lender/insurer to offer even better interest rates or insurance 
premiums and terms; 

• data processing system 101 provides those lenders/insurers who offer competitive 
interest rates or insurance premiums or terms or both with statistics regarding the 
market in loans, lines of credit, insurance and reinsurance, which can be used by the 
lenders/insurers to: (1) determine which types of loans, lines of credit, or insurance 
they should offer and at what interest rates or insurance premiums and terms, (2) 
arbitrage those lenders/insurers who do not have access to the statistics, (3) cost/value 
the loans or insurance policies in their portfolio, which facilitates the sale of those 
loans or reinsurance of those policies, which, in turn, increases the lender's/insurer's 
liquidity, reduces their risk, and lowers their cost of doing business; and (4) 
cost/value the loans or insurance policies of other lenders/insurers being offered for 
sale, which facilitates the purchase of those loans or reinsurance of those policies, 
which, in turn, increases their liquidity, distributes their risk, and lowers their cost of 
doing business. 

• data processing system 101 provides those lenders/insurers who offer competitive 
rates or terms or both with an efficient market for the purchase and sale of the 
servicing of loans or insurance policies (e.g., providing payment or premium 
collection, claims adjusting, and other administrative overhead, etc.); and 

• data processing system 101 provides every lender with the capability to get a loan for 
its customers when the lender itself does not offer the type of loan sought (or does 
offer the type of loan sought but not at a competitive interest rate or terms) by 
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enabling the lender to act as an application processor for its customers, and thereby 
earn a fee by acting as an application processor. 
[0042] For buyers and sellers of loans, reinsurers and reinsureds: 

• Data processing system 101 provides buyers and sellers of loans, reinsurers and 

5 reinsureds with an efficient market for buying and selling individual loans and pools 

of heterogeneous loans, and/or reinsurance of existing policies; 

• data processing system 101 provides buyers and sellers of loans, reinsurers, and/or 
reinsureds with an efficient market for buying and selling individual loans and pools 
of loans at prices based on the closing attributes of the loans; 

10 • data processing system 101 may provide buyers and sellers of loans with statistics 

regarding the market in pools of loans, which can be used by the buyers and/or sellers 
of loans to: (1) assess the value of an individual loan, (2) assess the value of a loan or 
pool of loans, (3) determine which types of loans they desire to buy and sell, and (4); 
arbitrage those buyers and/or sellers, reinsurers, and/or reinsureds who do not have 

15 access to the statistics. 

• data processing system 101 may provide reinsurers, and/or reinsureds with statistics 
regarding the market in insurance and reinsurance that are of value in: (1) assessing 
the cost/value of individual policies that are to be reinsured; (2) determining which 
policies they desire to reinsure and at what price, and (3) arbitraging those reinsurers 

20 and/or reinsureds who do not have access to the statistics. 

• data processing system 101 may provide buyers and/or sellers with an efficient 
market for the purchase and sale of the servicing of pools of loans (e.g., providing 
payment collection and other administrative overhead, etc.). 

[0043] These inducements are possible because the costs of doing business for lenders, 
25 insurers, reinsurers, reinsureds and buyers and/or sellers of loans and the interest rates or 

insurance premiums and fees to applicants are unnecessarily high because efficient markets for 
loans, lines of credit, insurance and reinsurance do not exist. Furthermore, if a highly efficient 
market for loans, lines of credit, insurance and reinsurance did exist, the cost of doing business 
for lenders, insurers, reinsurers, reinsureds and buyers and/or sellers of loans could decrease, the 
30 interest rates or insurance premiums and fees to applicants could decrease, and the provider of 
the market could also make a profit. Furthermore, the existence of an efficient market could 
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even provide lenders/insurers with a larger profit than they make now if operating costs drop 
more quickly than interest rates or insurance premiums drop. In other words, the intermediation 
of an efficient market between applicants, lenders, insurers, reinsurers, reinsureds and buyers 
and/or sellers of loans can actually make the cost of loans, lines of credit, or insurance to 
5 applicants go down, the cost of doing business to lenders, insurers, reinsurers, reinsureds and 
buyers and/or sellers of loans go down and the profits to lenders, insurers, reinsurers, reinsureds 
and buyers and/or sellers of loans go up. Therefore, data processing system 101 endeavors to 
provide a market for the provision of loans, lines of credit, insurance and reinsurance that is 
highly efficient. 

10 [0044] The efficiency of the market for loans, lines of credit and/or insurance (the 

primary or retail market) may be affected by the efficiency of the market in pools of loans and/or 
reinsurance (the secondary or wholesale market) and vice versa. Therefore, data processing 
system 101 may improve the efficiency of both the primary market and the secondary market so 
that, to the extent the efficiency in one enhances the efficiency in the other, a synergy of 

15 efficiency between the two markets is affected. For example, to effect this synergy, fees incurred 
by a patron to the owner/operator of data processing system 101 for lending through the primary 
market might be credited against the fees incurred by the patron to the owner/operator of data 
processing system 101 for buying and/or selling through the secondary market (and vice versa). 
[0045] Merely providing a market and inviting applicants, lenders, insurers, reinsurers, 

20 reinsureds and buyers and/or sellers of loans to patronize may be, in and of itself, insufficient to 
yield an efficient market. The prerequisite to an efficient market is volume — in numbers of 
applicants, lenders, insurers, reinsurers, reinsureds and buyers and/or sellers of loans, and dollars 
transacted — and the prerequisite to volume is an efficient market. This Catch-22 has, until 
now, stemmed the development of an efficient market in loans, lines of credit, insurance and 

25 reinsurance. 

[0046] To overcome this predicament, data processing systems 101 might incorporate 
one or more mechanisms that prime an efficient market and that reinforce the efficiency of the 
market. Three illustrative mechanisms are: 

[0047] First, the pro rata fees incurred with respect to transactions associated with a 
30 patron for patronizing the system might decrease as the total fees incurred by transactions 
associated with that patron increase. For example, although the owner/operator of data 
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processing system 101 might receive a fee from a lender/insurer when the lender/insurer closes a 
loan or writes an insurance policy through the system, a portion of the fee might be remitted back 
to the lender/insurer for having closed a large volume of business through the system in a given 
interval. Advantageously, the fees from all types of loans, lines of credit and/or insurance 
5 policies are aggregated for determining the amount of the remittance. Such a remittance 
schedule could be: 



Total Fees Incurred With Respect To 
Transactions Associated With Patron In The 
Last Month 


% of Total Fees Incurred To Be 
Remitted Back To Lender/Insurer 


$0 to $250,000 


0% 


$250,001 to $500,000 


5% 


$500,001 to $1,000,000 


15% 


$1,000,001 to $5,000,000 


35% 


$5,000,001 to $100,000,000 


50% 



Table 1 — Illustrative Remittance Schedule 

[0048] Therefore, this mechanism encourages lenders/insurers to patronize the system 
with larger, rather than smaller, volumes, which is accomplished by endeavoring to offer the 

10 most varieties of loans, lines of credit, or insurance at the lowest interest rates or insurance 
premiums and at the best possible terms. 

[0049] Second, some or all of the parties who patronize the system might receive 
statistics compiled by the system on the condition of the market (i.e., a service analogous to the 
Bloomberg News Service or a stock ticker, etc.) in loans, lines of credit, and/or insurance 

15 products. Although these statistics cost the owner/operator of data processing system 101 little 
to compile, their value is so great that lenders, insurers, reinsurers, reinsureds and buyers and/or 
sellers of loans who do not have access to the statistics will have difficulty, in the long run, in 
competing with those who do. An analogy makes the situation clear; a trader of stocks without 
access to the stock ticker and current bid and offer quotations can be arbitraged by a trader who 

20 does. 

[0050] Furthermore, although some or all of the statistics might be sold for cash, the 
statistics are advantageously given for free, or sold at a subsidized price, to those patrons of the 
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system who actually transact business through the system. Advantageously, the price for the 
statistics decreases as the measure of fees incurred by transactions associated with a patron 
increases. For the purposes of this specification, the provision of statistics for free, or at a 
subsidized price, to those patrons of the system who close loans, buy and/or sell loans, write 
5 insurance policies, and/or reinsure risks or both through the system is called "netbacking." 



[0051] An illustrative netbacking schedule could be: 



Total Fees Incurred With Respect To 
Transactions Associated With Patron In The 
Last Month 


Cost of Statistics to Patron 


$0 to $250,000 


$1,000,000 


$250,001 to $500,000 


$750,000 


$500,001 to $1,000,000 


$250,000 


$1,000,001 to $5,000,000 


$100,000 


> $5,000,000 


$0 (free) 



Table 2 — Illustrative Netbacking Schedule 

[0052] Netbacking also encourages lenders/insurers to patronize the system with larger, 
rather than smaller, volumes, which is accomplished by endeavoring to offer the most varieties 
10 of loans, lines of credit, or insurance at the lowest interest rates or insurance premiums and at the 
best possible terms. 

[0053] Third, a portion of the fees incurred with respect to transactions associated with a 
lender for lending through data processing system 10 i, or with an insurer for writing policies to 
insurance applicants, might be credited against the fees incurred with respect to transactions 

15 associated with the lender for buying and/or selling loans through the system, or with respect to 
reinsurance transactions (as either buyer, seller, reinsurer and/or reinsured). For example, many 
lenders desire to sell a loan immediately after they have made it, and many insurers who write 
policies immediately seek reinsurance (i.e., to transfer all, or a portion of, the risk associated with 
the policy to a reinsurer). It is, therefore, possible that a lender/insurer will lend to an applicant 

20 or write a policy through the system, and incur a fee for doing so, and then sell that loan or 
reinsure that policy through the system and incur a second fee. Data processing system 101 
credits, according to some credit schedule, a portion of the fees associated with a patron for 
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lending or writing insurance through the system against the fees incurred for buying or selling a 
loan or for reinsuring through the system. Such a credit schedule could be: 



Total Fees Incurred With Respect To 
Transactions In Primary Market With 
Respect To Patron In The Last Month 


% of Total Fees Incurred With Respect To 

Transactions In Primary Market To Be 
Credited Against Total Fees Incurred With 
Respect To Transactions In Secondary Market 


$0 to $250,000 


0% 


$250,001 to $500,000 


5% 


$500,001 to $1,000,000 


10% 


$1,000,001 to $5,000,000 


20% 


> $5,000,000 


35% 



Table 3 — Illustrative Credit Schedule 

[0054] An alternative embodiment, in the loan context, works in reverse and credits, 
5 according to some schedule, a portion of the fees incurred with respect to transactions associated 
with a patron who buys and/or sells loans through the system against the fees incurred for 
lending through the system. In the insurance context, this alternative embodiment works in 
reverse and credits, according to some schedule, a portion of the fees earned with respect to a 
patron in reinsuring through the system against the fees incurred by the patron in a transaction 

10 for writing insurance through the system. In yet another embodiment, in the loan context, the 
fees incurred in buying and/or selling loans through the system are credited against the fees for 
lending through the system, and the fees incurred for lending through the system are credited 
against the fees for buying and/or selling loans through the system. In yet another embodiment, 
in the insurance context, the fees incurred in reinsuring through the system are credited against 

15 the fees for writing insurance through the system, and the fees incurred writing insurance 
through the system are credited against the fees for reinsuring through the system. 

[0055] Therefore, this mechanism also encourages lenders/insurers to patronize the 
system with larger, rather than smaller, volumes, which is accomplished by endeavoring to offer 
the most varieties of loans, lines of credit, or insurance at the lowest interest rates or insurance 

20 premiums and at the best possible terms, and by patronizing the secondary market in loans or 
reinsurance with the best possible bids and offers. 
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[0056] The end result is that in order to compete in the consumer finance and/or 
insurance markets, lenders, buyers and/or sellers of loans, insurers, reinsurers and/or reinsureds 
must have access to the statistics, which encourages them to patronize the system with 
competitive offerings to get access to the statistics, which increases the competitiveness of the 

5 market, increases its volume, and promotes its efficiency. Therefore, some embodiments prime 
the market for efficiency and incorporate a positive feedback mechanism that maintains that 
efficiency. It is understood, however, that the priming of embodiments might be assisted by 
advertising and other marketing techniques. 

[0057] FIG. 1 depicts a schematic diagram of data processing system 101, which 

10 provides a market for: (1) the provision of loans, lines of credit and/or insurance from a plurality 
of lenders/insurers (e.g., lenders/insurers 102-1 through 102-/) to a plurality of applicants (e.g., 
applicants 103-1 through 103-7), ancl (2) the buying and selling of loans between buyers and 
sellers of loans (e.g., buyers and/or sellers of loans 107-1 through 107-/:), or reinsurance of 
existing policies by a plurality of reinsurers to a plurality of reinsureds (not shown). 

15 [0058] One or more loan application processors or insurance agents 104 and one or more 

loan processors or underwriters 105 might advantageously be engaged to facilitate the provision 
of loans, lines of credit, or insurance between lenders/insurers and applicants. 

[0059] An "application processor" is an intermediary that prepares a loan or insurance 
application (e.g., by filling out the paperwork, by entering the applicant's pertinent information 

20 into data processing system 101 via a computer terminal, etc.). Although a sophisticated 
applicant can act as his or her own application processor, it might be desirable for a less 
sophisticated applicant to have another entity act as an application processor. 

[0060] An "application" may, depending on context, include an inquiry regarding a loan 
or line of credit and/or insurance, without a full application being prepared and considered for 

25 funding. 

[0061] A "loan processor" is an entity that evaluates the compliance of a loan and/or 
insurance application against lending and/or insurance underwriting standards. Although 
lenders/insurers often act as their own loan processors, a lender/insurer might employ another 
entity to act as a loan processor. 
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[0062] Furthermore, because many entities in the loan, credit and insurance industries are 
large and sophisticated, it is common for a single entity to perform different roles at different 
times or with respect to different transactions. Therefore, a single entity can be: 

(i) a lender, or 
5 (ii) a buyer or seller of loans, or 

(iii) an application processor, or 

(iv) a loan processor, or 

(v) an insurer, or 

(vi) or reinsurer, or 
10 (vii) a reinsured, or 

(viii) an underwriter, or 

(ix) an applicant; or 

(x) an insurance agent, or 

(xi) any combination of i-x. 

15 [0063] Data processing system 101 receives data from each lender, applicant, application 

processor, loan processor, buyer and/or seller of loans, insurer, reinsurer, reinsured, insurance 
agent and/or underwriter, and endeavors to match lenders/insurers with appropriate applicants 
and reinsurers with appropriate reinsureds, to facilitate the provision of loans and lines of credit. 
Each lender, applicant, application processor, loan processor, buyer and/or seller of loans, 
20 insurer, reinsurer, reinsured, insurance agent and/or underwriter is advantageously capable of 
providing data to and receiving data from data processing system 101 via a data network (e.g., 
the Internet, etc.) or via a telephone network (e.g., the Public Switched Telephone Network, etc.) 
or both. 

[0064] FIG. 2 depicts an illustrative embodiment of data processing system 101, which 
25 comprises: computer 201, local output device 202, data storage device 203, telephone center 204, 
telephone network interface 205, and data network interface 206. Computer 201 is 
advantageously a general -purpose computer as is well-known in the art that is capable of: 

• executing one or more programs that are stored in data storage device 203; 

• storing data in and retrieving data from data storage device 203; 
30 • outputting data to local output device 202; 

• receiving data from and outputting data to telephone center 204; and 

• receiving data from and outputting data to data network interface 206. 
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[0065] Local output device 203 is a device {e.g., a printer, a tape drive, removable hard 
disk, etc.) from which data from data processing system 101 can be output for processing or 
delivery to lenders, applicants, application processors, loan processors, buyers and sellers of 
loans, insurers, reinsurers, reinsureds, insurance agents, underwriters, and/or statistics 
5 subscribers. 

[0066] Data storage device 203 is advantageously a non-volatile memory (e.g., a hard 
disk, a tape drive, an optical device, etc.) for storing the program code executed by computer 201 
and the data input into and generated by data processing system 101. 

[0067] Data network interface 206 enables lenders, applicants, application processors, 
10 loan processors, buyers and/or sellers of loans, insurers, reinsurers, reinsureds, insurance agents, 
underwriters, and/or statistics subscribers to communicate with data processing system 101 via a 
data network, such as the Internet. For example, data processing system 101 can be accessed via 
the World Wide Web. 

[0068] Alternatively, lenders, applicants, application processors, loan processors, buyers 

15 and/or sellers of loans, insurers, reinsurers, reinsureds, insurance agents, underwriters, and/or 
statistics subscribers can communicate with data processing system 101 via telephone, such as 
through a toll-free "800" number. To this end, telephone network interface 205 advantageously 
comprises one or more telephones that are capable of receiving calls from and placing calls to 
lenders, applicants, application processors, loan processors, buyers and/or sellers of loans, 

20 insurers, reinsurers, reinsureds, insurance agents, underwriters, and/or statistics subscribers. 

Telephone network interface 205 can further comprise an automatic call distribution system, in 
well-known fashion, for routing incoming calls to the various telephones. Furthermore, 
telephone network interface 205 is advantageously capable of receiving information from 
lenders, applicants, application processors, loan processors, buyers and/or sellers of loans, 

25 insurers, reinsurers, reinsureds, insurance agents, underwriters, and/or statistics subscribers via a 
touch-tone interface wherein the parties input information to the system by pushing the buttons 
on their telephones in response to questions from an automated operator. 

[0069] Telephone center 204 advantageously comprises one or more computer terminals 
that are operated by the personnel associated with telephone network interface 205 such that an 

30 operator (either human or automated) can shuttle data between computer 201 and a lender, 

applicant, application processor, loan processor, buyer and/or seller of loans, insurer, reinsurer, 
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reinsured, insurance agent, underwriter, and/or statistics subscriber who is in contact with data 
processing system 101 via telephone network interface 205. 

[0070] It will be clear to those skilled in the art how to make and use computer 201, local 
output device 202, data storage device 203, telephone center 204, telephone network interface 
5 205, and data network interface 206. Although data processing system 101 is shown as depicting 
only one computer and one storage device, it will be clear to those skilled in the art that a data 
processing system in accordance with the present invention can also comprise one or more 
computers and one or more storage devices. 

[0071] FIG. 3 depicts the relationship of FIGs. 4 and 5, and FIG. 4 depicts a first portion 
10 of a flowchart of the operation of data processing system 101. 

[0072] At step 301, lending and/or insurance underwriting standards are received at data 
processing system 101 from each of a plurality of lenders and/or insurers. Each lending and/or 
insurance underwriting standard can be received at data processing system 101 via a data 
network and data network interface 206 or via a telephone network and telephone network 
15 interface 205. 

[0073] Typical lending underwriting standards include one or more of the following: 

i. the types of loans and lines of credit that a lender is endeavoring to provide; or 

ii. one or more minimum standards that an applicant must satisfy before the 
applicant is matched to the lender by data processing system 101; or 

20 iii. the interest rate, fees, and terms for each type of loan or line of credit that the 

lender is endeavoring to provide; or 
iv. any combination of i, ii, and iii. 

[0074] For example, Lender A can input into data processing system 101 a set of lending 
underwriting standards that indicates that it is endeavoring to provide: (1) home mortgage loans, 

25 (2) auto loans, (3) personal loans, (4) small business loans, and (5) accounts receivable loans, 
and the underwriting standards, interest rates or insurance premiums, fees and terms by which it 
endeavors to make such loans. Although an underwriting standard can be quite complicated and 
is typically different for each lender/insurer, Table 4a provides an example of a lending 
underwriting standard that one lender, Lender A, might input into data processing system 101 for 

30 30-year fixed-rate home mortgage loans. 
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Amount of Loan 


Loan Applicant's 
Income 


Location of Home 
(by Postal ZIP 


Interest 
Rate 


$25,000 - $50,000 


> $28,000 / year 


077xx, 078xx, 079xx 


7.15% 


$50,001 -$128,000 


> $46,500 /year 


0770x, 078xx, 0792x 


7.15% 


$50,001 - $128,000 


> $66,000 / year 


0770x, 078xx, 0792x 


7.05% 


$128,001 -$217,000 


> $75,000 / year 


07701, 078xx, 0792x 


7.20% 


$217,001 -$310,000 


> $105,000 /year 


0781x,0792x 


7.35% 



Table 4a — Lending Underwriting Standards for Lender A for Home Mortgage Loans 



[0075] Typical insurance underwriting standards may include one or more of the 
following: 

i. each insurance product that an insurer is endeavoring to provide (e.g., flood 
insurance, health insurance, life insurance, etc.)', and 

ii. an underwriting standard for each insurance product; including one or more 
minimum standards that an applicant must satisfy; or 

iii. the premiums, fees, and terms for each insurance product; or 

iv. any combination of i, ii, and iii. 

[0076] For example, Insurer A can input into data processing system 101 data that 
indicates that it is endeavoring to provide: (1) auto liability insurance, (2) auto collision 
insurance, (3) life insurance, (4) key-man insurance, and (5) disability insurance, and the 
underwriting standards, interest rates or insurance premiums, fees and terms by which it 
endeavors to write such insurance. Although an underwriting standard and premium schedule 
can be quite complicated and is typically different for each insurer, Table 4b provides an 
example of an underwriting standard that one insurer, Insurer A, might input into data processing 
system 101 for auto liability insurance. 
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Amount of Coverage 


Insurance 
Applicant's Age 


Points on License 
(for driving 
infractions) 


Premium (per month 
per thousand dollars 
coverage) 


<to< Ann ccn rvnn 
3>ZJ,UUU - o>DU,UUU 


> 16 years old 


0 


$2.80 


$50 001 - $150 000 


/ io ycoio uiu 


S L 




$100,001 -$250,000 


> 18 years old 


<0 


$1.47 


$150,001 - $500,000 


> 21 years old 


<2 


$0.78 


$500,001 -$1,000,000 


> 25 years old 


<4 


$0.45 



Table 4b — Underwriting Standard for Insurer A for Auto Liability Insurance 



[0077] In contrast, another lender, Lender B, might input into data processing system 101 
a lending underwriting standard that indicates that it is endeavoring to provide: (1) home 
mortgage loans, (2) auto loans and (3) student loans, wherein the underwriting standard for 30- 
5 year fixed-rate home mortgage loans is summarized in Table 5a. 



Amount of Loan 


Loan Applicant's 
Income 


Tenure at 
Job 


Interest 
Rate 


$20,000 - $40,000 


> $25,000 / year 


12 months 


7.10% 


$40,001 -$108,000 


> $44,000 / year 


18 months 


7.15% 


$108,001 - 
$165,000 


> $55,000 /year 


18 months 


7.25% 


$165,001 - 
$200,000 


> $85,000 / year 


24 months 


7.30% 


$200,001 - 
$250,000 


> $100,000 /year 


24 months 


7.35% 



Table 5a — Lending Underwriting Standards for Lender B for Home Mortgage Loans 



[0078] In another alternative, Insurer B might input into data processing system 101 data 
that indicates that Insurer B is endeavoring to provide: (1) auto liability insurance, (2) auto 
collision insurance and (3) malpractice insurance, wherein the underwriting standard and 
10 premium schedule for auto liability insurance is summarized in Table 5b. 
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Amount of Coverage 


Insurance 
Applicant's Age 


How Long Ago 
Was Last 
Moving 
Violation 


Premium (per month 
per thousand dollars 
coverage) 


$10,000 - $50,000 


> 18 years old 


> 1 year 


$3.27 


4>DU,UU1 - q>lJU,UUU 


> 18 years old 


> 1 year 


$1.81 


$150,001 -$400,000 


> 18 years old 


> 3 years 


$1.12 


$150,001 - $500,000 


> 2 1 years old 


> 3 years 


$0.56 


$500,001 -$1,000,000 


> 27 years old 


> 5 years 


$0.27 



Table 5b — Underwriting Standard for Insurer B for Auto Liability Insurance 



[0079] It should be noted that not only are the underwriting standards for home mortgage 
loans and auto liability insurance for Lender/Insurer A (Tables 4a and 5a) different than the 
standards for Lender/Insurer B (Tables 4b and 5b), but that the factors in the standards are also 
5 different. For example, although both Lender A and Lender B use the amount of the loan and the 
applicant's income as a factor in their lending underwriting standards, only Lender A (Table 4a) 
uses the geographic location of the home as a standard in lending. In contrast, only Lender B 
(Table 5a) uses the applicant's tenure at his or her job as a factor in his lending underwriting 
standard. In another example, although both Insurer A and Insurer B use age as a factor in their 

10 insurance underwriting standards, only Insurer A (Table 4b) uses the number of points on the 
insurance applicant's license as an insurance underwriting factor. In contrast, only Insurer B 
(Table 5b) uses how long ago was the applicant's last moving violation as a factor in the 
insurance underwriting standard. 

[0080] Therefore, it will be clear to those skilled in the art that the sample lending and 

15 underwriting standards depicted in Tables 4a, 4b, 5a and 5b are simplified for pedagogical 

purposes and that the lending and/or underwriting standards used by other lenders/insurers can 
be significantly more complicated. Furthermore, it will be clear to those skilled in the art how to 
create and input a lending and/or insurance underwriting standard into data processing system 
101 for one or more types of loans, lines of credit, insurance and reinsurance and for any set of 

20 factors, standards, interest rates, insurance premiums, fees and terms. 
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[0081] Therefore, it should be understood that data processing system 101 does not set or 
affect the underwriting standards used by the insurers who patronize the system, but accepts any 
set of factors that an insurer desires as an underwriting standard. 

[0082] A lender/insurer can input or revise an underwriting standard in data processing 
5 system 101 at any time, or withdraw a portion of an underwriting standard, or withdraw an 

insurance product or associated premium, fee or term in data processing system 101 at any time. 
This is to enable a lender/insurer to adjust his or her offering as its situation and market 
conditions change. 

[0083] The list of lending and/or insurance underwriting standards, insurance products, 
10 premiums, fees and/or terms from each of the plurality of lenders/insurers are stored in 
loan/underwriting standard database 251 in data storage device 203. 

[0084] At step 302, data processing system 101 compiles statistics on the lending or 
insurance underwriting standards, insurance products, premiums, fees and/or terms received 
from the plurality of lenders/insurers. Such statistics might include, but are not limited to: 
1 5 • the number of lenders/insurers who have lending and/or insurance underwriting 

standards pending in data processing system 101; 

• the number of lenders/insurers who are endeavoring to provide loans or lines of credit 
for each type of loan or insurance product; 

• any element of an underwriting standard, premium, fee or term as a function of any 
20 other element of an underwriting standard, premium, fee or term — to answer 

questions such as "What is the lowest interest rate cited in a lending underwriting 
standard for a home mortgage loan for $86,000 in Manhattan to an applicant who 
earns $102,000 per year and who has been at their current job for two years?" and 
"What is the largest auto loan available to an applicant to earns $34,000 per year?" or 
25 "What is the insurance premium cited in an underwriting standard for auto liability 

insurance for $86,000 of coverage in Manhattan to an applicant who is 47 years old 
and who has 9 points on its license?" and "What is the greatest amount of auto 
liability coverage available to an applicant who is 19 years old?" 

• the elements for any loan, line of credit or insurance policy — to answer questions 
30 such as "What are individual elements considered by all lenders/insurers endeavoring 
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to provide home mortgage loans?" or "What are individual elements considered by 
all lenders/insurers endeavoring to provide auto liability insurance?" 
[0085] It will be clear to those skilled in the art how to compile such statistics from the 
lending and/or insurance underwriting standards received. Advantageously, step 302 is 

5 performed each time a new or revised lending and/or insurance underwriting standard, insurance 
product, premium, fee or contract term is received by data processing system 101 or withdrawn. 

[0086] The statistics compiled at step 302 are stored in statistical database 253 in data 
storage device 203. Because the statistics stored in statistical database 253 are valuable, they can 
be sold or provided as described below with respect to step 312. 

10 [0087] At step 303, an application is received at data processing system 101 from each of 

one or more applicants. As with the underwriting standard, each application can be received at 
data processing system 101 via a data network and data network interface 206 or via a telephone 
network and telephone network interface 205. Furthermore, each application can be a mere 
inquiry about the availability of a loan, line of credit or insurance policy, its interest rates or 

15 insurance premiums, fees, and terms, or it can be a contractual offer to enter into a loan, line of 
credit agreement, or insurance binder. 

[0088] Each application can be received at data processing system 101 directly from an 
applicant or indirectly through an entity that acts as an application processor or insurance agent 
for the applicant or insurer. In either case, a record is kept in netbacking database 255 of 

20 whether an application processor or insurance agent is used, and if so, who the application 
processor or insurance agent is. The purpose of keeping a record of whether an application 
processor or insurance agent is used is to ensure that the application processor or insurance agent 
is compensated for his or her service, as discussed in detail below with respect to step 310. 

[0089] Advantageously, each application is received in the form of answers to a series of 

25 questions, which questions are based, at least in part, on the statistics compiled in step 302. In 
particular, the questions are designed to elicit answers that enable data processing system 101 to 
determine how well the application compares to the lending and/or insurance underwriting 
standard from each lender/insurer. In other words, the questions are designed to provide data 
processing system 101 with that necessary data to enable it to match, if possible, each applicant 

30 to the most appropriate lender/insurer. 
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[0090] For example, if the two lenders, Lender A and Lender B discussed above, are the 
only two lenders who have input underwriting standards into data processing system 101, then 
the two lenders, in aggregate, are endeavoring to provide the six types of loans or lines of credit 
shown in Table 6a. 



accounts receivables 
loans 

auto loans 

home mortgage loans 
personal loans 

small business loans 

student loans 

Table 6a - Types of Loans and Lines of Credit Available 

[0091] In another example, if the two insurers, Insurer A and Insurer B discussed above, 
are the only two insurers who have input underwriting standards into data processing system 
101, then the two insurers, in aggregate, are endeavoring to provide the six types of insurance 
shown in Table 6b. 

disability insurance 
auto collision insurance 
auto liability insurance 

life insurance 

key-man insurance 
malpractice insurance 

Table 6b - Types of Insurance Available From All Patronizing Insurers 

[0092] Therefore, the first piece of data sought in an application might be designed to 
identify the loan, line of credit or insurance policy that the applicant is seeking. For example, the 
first question put to an applicant might be "What loan, line of credit or insurance policy are you 
interested in — an accounts receivable loan, an auto loan, a home mortgage loan, a personal 
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loan, a small business loan, a student loan, disability insurance, auto collision insurance, auto 
liability insurance, life insurance, key-man insurance or malpractice insurance?" 

[0093] The subsequent data sought in the application advantageously enables data 
processing system 101 to determine whether the applicant satisfies the lending/insurance 

5 underwriting standards for the loan, line of credit or insurance policy sought, and if multiple 
lenders/insurers endeavor to provide loans, lines of credit, or insurance of that type, who the 
most appropriate lender/insurer is. 

[0094] For example, if the application indicates that the applicant is interested in a "30- 
year, fixed-rate home mortgage loan," then data processing system 101 must ascertain whether 

10 the applicant is qualified for such a loan from either Lender A or Lender B or both (because both 
Lender A and Lender B endeavor to provide such loans). Alternatively, if the insurance 
application indicates that the applicant is interested in $300,000 coverage of auto liability 
insurance then data processing system 101 must ascertain whether the applicant is qualified for 
such coverage from either Insurer A or Insurer B or both (because both Insurer A and Insurer B 

15 endeavor to provide such insurance). 

[0095] To this end, and given the underwriting standards Tables 4a and 5a, above, the 
following questions, among others, might be put to a loan applicant: 

1) How much money do you want to borrow? 

2) What is your income? 

20 3) How long have you been at your current job? 

4) What is the Postal ZIP Code for the home you are purchasing? 

Similarly, given the underwriting standards of Tables 4b and 5b, the following questions, among 
others, might be put to an insurance applicant to determine if the applicant satisfies either or both 
underwriting standards: 

25 1) How old are you? 

2) How many points are on your license? 

3) How long ago was your last moving violation? 

[0096] Although question #3 is only relevant to the lending and/or insurance 
underwriting standard for Lender/Insurer B and loan question #4 and insurance question #2 are 
30 only relevant to the lending and/or insurance underwriting standard for Lender/Insurer A, both 
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questions are advantageously asked and their answers received and stored in application database 
252. 

[0097] To reiterate, the data sought in an application is designed to enable data 
processing system 101 to match, if possible, each application from an applicant to the most 
appropriate lender/insurer, by, for example, cost and coverage. 

[0098] At step 304, data processing system 101 compiles statistics on the applications 
received. Such statistics might include, but are not limited to: 

• the number of applications for each loan, line of credit or insurance policy received in 
a given interval; 

• the total dollar volume of applications received for each loan, line of credit or 
insurance policy; and 

• any element of any application as a function of any other element — to answer 
questions such as "What is the total dollar volume of the applications received in the 
last 6 days from applicants seeking home mortgage loans for $200,000 or more in 
New Jersey?" or "What is the total dollar volume of the applications received in the 
last 6 days from applicants seeking auto liability insurance for $200,000 or more in 
New Jersey?" 

It will be clear to those skilled in the art how to compile such statistics. Advantageously, step 
304 is performed each time a new application is received by data processing system 101 or an 
application is amended or withdrawn. 

[0099] The statistics compiled at step 304 are stored in statistical database 253 in data 
storage device 203. Because the statistics stored in statistical database 253 are valuable, they can 
be sold or provided as described below with respect to step 312. 

[0100] At step 305, data processing system 101 compares each application received in 
step 303 to the lending and/or insurance underwriting standards stored in lending and/or 
insurance underwriting standard database 251 to identify, if possible, 

(1) a selected lender/insurer, and 

(2) a prioritized list of alternative lenders/insurers, including a first alternative lender/insurer. 

In other words, data processing system 101 endeavors to find one or more lenders/insurers who, 
based on the lending and/or insurance underwriting standards in lending and/or insurance 
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underwriting standard database 251 are satisfied by the application received in step 303. There 
are three possible outcomes of step 305: 

1. The application does not satisfy the lending and/or insurance underwriting 
standards of any lender or insurer; 

2. The application satisfies the lending and/or insurance underwriting standards of 
only one lender or insurer; or 

3. The application satisfies the lending and/or insurance underwriting standards of 
two or more lenders or insurers. 

[0101] In the example case of an applicant for a loan or line of credit, depending on the 
outcome of step 305, data processing system 101 then, at step 306, advantageously outputs: 

i. (to the selected lender) an indicium of the identity of the applicant; or 

ii. (to the selected lender) the loan application to the selected lender; or 

iii. (to the applicant) an indicium of the identity of the selected lender; or 

iv. (to the applicant) an indicia of the interest rate, fees, and terms cited in the lending 
underwriting standard satisfied by the loan underwriting standard from the selected 
lender; or 

v. (to the applicant) an indicium of the identity of the alternative lenders; or 

vi. (to the applicant) an indicia of the interest rate, fees, and terms cited in the lending 
underwriting standard satisfied by the loan underwriting standard from each of the 
alternative lenders; or 

vii. any combination of i, ii, iii, iv, v, and vi. 

[0102] Case #1 — In the first case, when the application does not satisfy the lending 
and/or insurance underwriting standards of any lender and/or insurer, data processing system 101 
informs the applicant of such (or the application processor or insurance agent if one is used). In 
some cases, data processing system 101 may inform the applicant of the reasons why the 
application is unsatisfactory. 

[0103] As an example of the first case, assume that a loan applicant, Loan Applicant #1, 
provides the loan application depicted in Table 7a. 



Atty. Docket No. 114459-05-E3 

1339020.1 



27 



Appl. Ser. No. 09/370,619 



) 



Type of Loan or Line of Credit 
Sought 


Home Mortgage 
Loan 


Amount of Loan 


$211,000 


Income 


$19,500 


Tenure at Job 


2 months 


Postal ZIP Code for Home 


07920 



Table 7a — Loan Application from Applicant #1 



[0104] By comparing the data in Table 7a to the underwriting standards in Tables 4a and 
5a, it can be readily observed that Loan Applicant #1 does not satisfy the underwriting standards 
of either Lender A or Lender B. Therefore, data processing system 101 informs the loan 
applicant of such and advantageously also informs the loan applicant why his or her loan 
application did not satisfy any lender's underwriting standards. 

[0105] As a second example of the first case, assume that an insurance applicant, 
Insurance applicant #1, provides the insurance application depicted in Table 7b. 



Insurance Product Sought 


Auto Liability 
Insurance 


Amount of Coverage 


$400,000 


Age of Insurance Applicant 


16 


Number of Points on License 


13 


Length of Time Since Last Moving 
Violation 


3 weeks 



Table 7b — Insurance Application from Insurance applicant #1 



[0106] By comparing the data in Table 7b to the underwriting standard in Tables 4b and 
5b, it can be readily observed that insurance applicant #1 does not satisfy the underwriting 
standard of either Insurer A or Insurer B (the insurance applicant has too many points and its last 
moving violation was too recent). 

[0107] Therefore, data processing system 101 informs the applicant of such and 
advantageously also informs the applicant why his or her application did not satisfy the lending 
and/or insurance underwriting standards of any lender and/or insurer. 
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[0108] Case #2 — In the second case, when the application satisfies the lending and/or 
insurance underwriting standards of only one lender and/or insurer, that lender or insurer is 
designated as the "selected lender/insurer" by data processing system 101. In the case of 
insurance, for example, data processing system 101 then, at step 306, advantageously outputs: 
5 i. (to the selected insurer) an indicium of the identity of the insurance applicant; or 

ii. (to the selected insurer) all or a portion of the insurance application; or 

iii. (to the insurance applicant) an indicium of the identity of the selected insurer; or 

iv. (to the insurance applicant) an indicium of the premium, fees, and terms cited in 
the underwriting standard satisfied by the insurance application; or 

10 v. any combination of i, ii, iii and iv. 

[0109] The selected lender/insurer and the applicant then interact, either through data 
processing system 101 or not, as necessary or desirable, to close the loan, line of credit, or 
insurance policy (e.g., enter into a binding contract for insurance coverage). If the selected 
lender/insurer desires to engage the services of a loan processor (e.g., loan processor and/or 

15 underwriter 105) to facilitate the closing, that fact, and the identity of the loan processor and/or 
underwriter is conveyed to data processing system 101 and stored in netbacking database 255. 
The function performed by an underwriter in this case is to collect the appropriate documentation 
from the insurance applicant and to ensure that the data provided by the insurance applicant in 
the insurance application is, in fact, truthful, correct and complete. The purpose of keeping a 

20 record of whether a loan processor or underwriter is used is to ensure that the loan processor 
and/or underwriter is compensated for his or her service. This is discussed in detail below with 
respect to step 310. 

[01 10] As an example of the second case, assume that a loan applicant, Loan Applicant 
#2, provides the loan application depicted in Table 8a. 



Type of Loan or Line of Credit 
Sought 


Home Mortgage 
Loan 


Amount of Loan 


$211,000 


Income 


$95,000 / year 


Tenure at Job 


60 months 


Postal ZIP Code for Home 


07920 



25 Table 8a — Loan Application from Loan Applicant #2 
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[0111] By comparing the data in Table 8a to the underwriting standards in Tables 4a and 
5a, it can be seen that Loan Applicant #2 satisfies the underwriting standards of Lender A for a 
loan of $21 1,000 (which is quoted at 7.25%). Furthermore, it can be seen that Loan Applicant 
#2 does not satisfy the underwriting standards of Lender B for a loan of $21 1,000 because Loan 
5 Applicant #2 has insufficient income ($95,000 is below the $100,000 per year required). 
Therefore, the loan application only satisfies the underwriting standards from Lender A and, 
therefore, data processing system 101 identifies Lender A as the selected lender. 

[0112] As a second example of the second case, assume that an insurance applicant, 
Insurance applicant #2, provides the insurance application depicted in Table 8b. 



Insurance Product Sought 


Auto Liability 
Insurance 


Amount of Coverage 


$600,000 


Age of Insurance Applicant 


26 


Number of Points on License 


3 


Length of Time Since Last Moving 
Violation 


9 years ago 



10 Table 8b — Insurance application from Insurance applicant #2 

[0113] By comparing the data in Table 8b to the underwriting standard in Tables 4b and 
5b, it can be seen that Insurance Applicant #2 satisfies the underwriting standard of Insurer A for 
$600,000 of coverage (which is quoted at $0.45 per month per thousand dollars of coverage). 
Furthermore, it can be seen that Insurance applicant #2 does not satisfy the underwriting standard 

15 of Insurer B for coverage of $600,000 because Insurance applicant #2 is too young (26 years of 
age is below the 27 years of age required for more than $500,000 in coverage). Therefore, the 
insurance application only satisfies the underwriting standard from Insurer A and, therefore, data 
processing system 101 identifies Insurer A as the selected insurer. 

[0114] Whether the selected lender/insurer and applicant communicate solely through 

20 data processing system 101 to close the loan or line of credit or write the insurance policy, data 
processing system 101 advantageously tracks the progress of each application, all lender/insurer 
and applicant communications, document processing steps, closing rates or written policies as a 
percentage of applications referred, and the resulting billings and receipts of the parties. This is 
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useful for, among other things, ensuring that parties do not receive the benefit of data processing 
system 101 without paying for it. 

[01 15] Furthermore, data processing system 101 maintains a permanent record of the 
closing attributes for each loan, line of credit, and/or insurance policy in closing attributes 
5 database 257. For the purposes of this specification, the term "closing attributes" is defined as 
those attributes of the application and the underwriting standard for the loan, line of credit and/or 
insurance policy that might be useful at a later time to cost/value or reinsure that loan, line of 
credit and/or insurance policy. The purpose of maintaining the closing attributes for each loan, 
line of credit and/or insurance policy is discussed below with respect steps 313 to 315. 

10 [0116] Case #3 — In the third case, when the application satisfies the lending and/or 

insurance underwriting standards of two or more lenders/insurers, data processing system 101 
identifies one of those lenders/insurers whose lending and/or insurance underwriting standards 
are satisfied as the selected lender/insurer and the remaining lenders/insurers as alternative 
lenders/insurers. Of the lenders/insurers whose lending and/or insurance underwriting standards 

15 are satisfied, that lender/insurer that cites the lowest interest rate or insurance premium and fees 
and the best terms for the loan, line of credit, or insurance is identified as the selected 
lender/insurer. 

[01 17] If there are two or more lenders/insurers whose lending and/or insurance 
underwriting standards are satisfied by the application and that offer a different combination of 

20 interest rates, fees, and terms for a given loan or line of credit, data processing system 101 can 
select them both as co-selected lenders. In this case, the applicant might be given the option of 
which he or she desires to deal with. In another alternative, if there are two or more 
lenders/insurers whose lending and/or insurance underwriting standards are satisfied by the 
application and that offer the same interest rate, insurance premium, fees, and terms for a given 

25 loan, line of credit or insurance policy, data processing system 101 advantageously selects the 
chronologically first to offer the interest rate, set of premiums, fees, and terms as the selected 
lender/insurer. This convention further induces lenders/insurers to lower their interest rates, 
premiums and/or fees quickly and to improve their terms, which contributes to the efficiency of 
the market. In another alternative, if there are two or more lenders/insurers for whom the 

30 applicant qualifies, that offer the same premium, fees, and terms for a given insurance product, 
data processing system 101 can alternately designate one insurer and then the others, in round- 
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robin fashion, as the selected insurer. And as a third alternative, if there are more than two 
insurers whose underwriting standards are satisfied by the insurance application and that offer 
the same premium, fees, and terms for a given insurance product, data processing system 101 can 
randomly designate one insurer as the selected insurer. 

[0118] The first alternative lender/insurer is that lender or insurer of all of the 
lenders/insurers whose lending and/or insurance underwriting standards are satisfied by the 
application, and that offers the next-most-advantageous interest rates and fees or terms for the 
loan or line of credit, or the next best premiums, fees and terms for the solicited insurance. The 
second and subsequent alternative lenders/insurers are identified similarly. 

[01 19] The utility of identifying alternative lender/insurers arises when, for any reason, 
the selected lender/insurer is unable or unwilling to provide the loan, line of credit, or insurance 
policy despite the lending and/or insurance underwriting standard to the contrary. If the selected 
lender/insurer fails to provide a loan, line of credit or insurance (through no fault of the insurance 
applicant), then the selected lender/insurer might be "punished" by a cash fine payable to either 
the owner of data processing system 101 or to the disappointed applicant or both. In the event 
that a selected lender/insurer does not provide the loan, line or credit or insurance, it is stricken 
as the selected lender/insurer and the first alternative lender/insurer is promoted and becomes 
identified as the selected lender/insurer. The newly identified selected lender/insurer and the 
applicant then endeavors to close the loan, line of credit, or insurance policy. 
In the example of an application for insurance, data processing system 101 then, at step 306, 
advantageously outputs: 

i. (to the selected insurer) an indicium of the identity of the applicant; or 

ii. (to the selected insurer) all or a portion of the insurance application; or 

iii. (to the applicant) an indicium of the identity of the selected insurer; or 

i v. (to the applicant) an indicium of the premium, fees, and terms cited in the 
underwriting standard satisfied by the insurance application; or 

v. (to the applicant) an indicium of the identity of the alternative insurers; or 

vi. (to the applicant) an indicium of the premium, fees, and terms cited in the 
underwriting standard satisfied by the insurance underwriting standard from each 
of the alternative insurers; or 

viL any combination of i, ii, iii, iv, v, and vii. 
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[0120] As an example of the third case, assume that a loan applicant, Loan Applicant #3, 
provides the loan application depicted in Table 9a. 



Type of Loan or Line of Credit 
Sought 


Home Mortgage 
Loan 


Amount of Loan 


$135,000 


Income 


$80,000 / year 


Tenure at Job 


30 months 


Postal ZIP Code for Home 


07701 



Table 9a — Loan Application from Loan Applicant #2 



[0121] By comparing the data in Table 9a to the underwriting standards in Tables 4a and 
5 5a, it can be seen that Loan Applicant #3 satisfies the underwriting standards for both Lender A 
and Lender B. For such a loan, Lender A quotes a 7.20% interest rate and Lender B quotes 
7.25%. Therefore, because the interest rate cited by Lender A is lower than that of Lender B, 
data processing system 101 identifies Lender A as the selected lender and Lender B as the first 
alternative lender (assuming that the other fees and terms are comparable). 
10 [0122] As another example of the third case, assume that an insurance applicant, 

Insurance Applicant #3, provides the insurance application depicted in Table 9b. 



Insurance Product Sought 


Auto Liability 
Insurance 


Amount of Coverage 


$100,000 


Age of Insurance Applicant 


46 


Number of Points on License 


0 


Length of Time Since Last Moving 
Violation 


9 years ago 



Table 9b — Insurance Application from Insurance Applicant #2 



[0123] By comparing the data in Table 9b to the underwriting standard in Tables 4b and 
5b, it can be seen that Insurance applicant #3 satisfies the underwriting standard for both Insurer 
15 A and Insurer B. For such an insurance application, Insurer A quotes a $1.47 premium and 

Insurer B quotes $1.81 premium. Therefore, because the insurance premium quoted by Insurer 
A is lower than that of Insurer B, data processing system 101 identifies Insurer A as the selected 
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insurer and Insurer B as the first alternative insurer (assuming that the other fees and terms are 
comparable). 

[0124] At step 307, data processing system 101 compiles statistics on the matching of 
applications to lending and/or insurance underwriting standards, and of the failure to match 
5 applications to lending and/or insurance underwriting standards. Such statistics might include, 
but are not limited to: 

• the number of matches for each loan, line of credit or insurance policy in a given 
interval; 

• the total dollar volume of the matches for each loan, line of credit or insurance policy; 
10 and 

• any aspect of any match as a function of any other aspect — to answer questions such 
as "What is the average interest rate of the matches made in the last hour for auto 
loans in California?" or "What is the average insurance premium of the matches made 
in the last hour from insurance applicants seeking auto liability insurance in 

15 California who are 21 years old?" 

[0125] It will be clear to those skilled in the art how to compile such statistics. 
Advantageously, step 307 is performed each time a match is made between an application and a 
lending and/or insurance underwriting standard and each time there is a failure to match an 
application to a lending and/or insurance underwriting standard. 

20 [0126] The statistics compiled at step 307 are stored in statistical database 253 in data 

storage device 203. Because the statistics stored in statistical database 253 are valuable, they can 
be sold or provided as described below with respect to step 312. 

[0127] At step 308, data processing system 101 receives a statement of the fee incurred 
by each patron (e.g., the selected lender, the applicant, etc.) associated with the transaction, 

25 which fee is correspondingly earned by the owner/operator of data processing system 101. 

Advantageously, the fee is incurred by the selected lender or insurer when the loan, credit line or 
insurance is closed. No fee is incurred by the applicant. In an alternative embodiment, the fee is 
incurred in step 306 by the selected lender for merely introducing the selected lender/insurer and 
the applicant. In another alternative embodiment, the fee is incurred by the applicant. In yet 

30 another alternative embodiment, a fee is incurred by the selected lender and a fee is incurred by 
the applicant. 
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[0128] Advantageously, the fee is based on the dollar volume of the loan or line of credit, 
or policy written or on the size of the premiums, or both, and the amount of the fee incurred is 
stored in earned fee database 254 in data storage device 203. The fee information is valuable 
because it enables data processing system 101 to determine how to distribute, remit and credit 
the aggregate fees and to price the statistics in statistics database 253. More is said about this in 
steps 309 through 312. 

[0129] At step 309, data processing system 101 compiles statistics on the fees incurred, if 
any, from each applicant and lender/insurer. Such statistics might include, but are not limited to: 

• the aggregate fees incurred by a given lender in a given interval; 

• a measure of the aggregate fees incurred in a given interval from transactions in 
which a given insurer has provided the insurance; 

• the aggregate fees incurred by all lenders in a given interval in which a given 
application processor has prepared the loan application; 

• the aggregate fees incurred by all lenders in a given interval in which a given loan 
processor has facilitated the closing of a loan or line of credit; and 

• the aggregate fees incurred by a given lender in a given interval in which the lender 
has acted as his or her own loan processor; 

• the aggregate fees incurred as a function of any aspect of any lending and/or 
insurance underwriting standard or application — to answer questions such as "What 
are the aggregate fees incurred on applications for home mortgage loans for $200,000 
or more in New Jersey in the last 28 days?" or "What are the fees incurred on 
applications for auto liability insurance for $200,000 or more in New Jersey in the 
last 28 days?" 

[0130] It will be clear to those skilled in the art how to compile such statistics. 
Advantageously, step 309 is performed each time a statement of an incurred fee is received by 
data processing system 101 (step 308). 

[0131] The statistics compiled at step 309 are stored in statistical database 253 in data 
storage device 203. Because the statistics stored in statistical database 253 are valuable, they 
can be sold or provided as described below with respect to step 312. 

At step 310, data processing system 101 computes and outputs an indicium of the portion of the 
fee incurred in step 308 by each of: 
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(1) the applicant; 

(2) the application processor or insurance agent, if one was used; and 

(3) the loan processor and/or underwriter, if one was used. 

[0132] In all cases, the remittance of some portion of the incurred fee to each of these 
5 parties is made not only to compensate the party for the services they have performed, but also to 
encourage and reward the parties for facilitating the closing of loans, lines of credit and/or 
insurance policies through data processing system 101 (which contributes to the efficiency of the 
overall market). 

[0133] With regard to the applicant, a portion of the fee incurred by the lender/insurer 
10 might be provided to the applicant based on the total dollar volume of loans, lines of credit or 
insurance policies that the applicant has received through data processing system 101 in a given 
interval (e.g., the total fees earned from three transactions in which the insurance applicant gets 
auto insurance, health insurance and homeowners insurance through data processing system 101 
from three different insurers, etc.). In other words, the applicant should be rewarded for his or 
15 her patronage of data processing system 101. The statistics compiled in step 309 are useful in 
determining the amount of the fee incurred by the applicant. 

[0134] Furthermore, if the applicant acts as his or her own application processor or 
insurance agent, then the applicant lowers the cost of doing business for the lender/insurer and 
should be rewarded for doing so. Therefore, the remittance of a portion of the incurred fee to the 
20 applicant encourages the applicant to act as his or her own application processor or insurance 
agent. 

[0135] With regard to an application processor or insurance agent who acts as an agent 
for the applicant (if one is engaged with regard to a particular application), a portion of the 
incurred fee is remitted back to the application processor or insurance agent for his or her service 

25 in assisting the applicant in preparing the application. Furthermore, because the application 
processor or insurance agent and not the applicant might make the decision to patronize data 
processing system 101, the application processor or insurance agent is advantageously also 
provided an additional portion of the incurred fee as an origination fee for choosing data 
processing system 101. The origination fee might vary, for example, based on the total dollar 

30 volume of the loans and lines of credit closed in which the application processor is involved. 
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The statistics compiled in step 309 are useful in determining the amount of the fee incurred by 

the application processor or insurance agent. 

[0136] With regard to the loan processor and/or underwriter (if one is engaged with 

regard to a particular loan, line of credit or insurance policy), a portion of the incurred fee is 
5 remitted back to the loan processor and/or underwriter for his or her service in facilitating the 

closing of the loan, line of credit, or insurance policy. Furthermore, to encourage the loan 

processor and/or underwriter to expedite the closing of the loan, line of credit or insurance policy 

involving data processing system 101, an additional portion of the incurred fee is advantageously 

provided to the loan processor and/or underwriter based on the total dollar volume of the loans, 
10 lines of credit or insurance policies closed in which the loan processor and/or underwriter is 

involved. The statistics compiled in step 309 are useful in determining the amount of the fee to 

be remitted to the loan processor and/or underwriter. 

[0137] As shown in FIG. 5, at step 311, data processing system 101 outputs an indicium 

of a portion of the fee, if any, to be remitted back to the selected lender or insurer. The purpose 
15 of remitting a portion of the fee back to the selected lender/insurer is to encourage the selected 

lender or insurer to: 

(i) patronize data processing system 101; 

(ii) offer the widest variety of loans, lines of credit and/or insurance products at the lowest 
interest rates or insurance premiums and fees and with the best terms; and 

20 (iii) close the largest number of loans, lines of credit and/or insurance policies possible through 
the system. 

[0138] To this end, the amount of the fee to be remitted back is advantageously 
dependent on: (i) the measure of fees incurred by data processing system 101 from transactions 
in a given interval in which the lender/insurer has provided the loans, lines of credit, or 

25 insurance, and (ii) a graduated schedule (e.g., Table 1 above, etc.). For example, if less than 

$1,000,000 in fees are incurred by a given lender or insurer within the last month, then only 15% 
of the incurred fee is remitted back to the lender/insurer. In contrast, if more than $5,000,000 in 
fees are incurred by a given lender or insurer within the last month, then 35% of the incurred fee 
is remitted. The statistics compiled in step 309 are useful in determining the amount of the fee to 

30 be remitted back to the selected lender/insurer. 

Atty. Docket No. 1 14459-05-E3 37 Appl. Ser. No. 09/370,619 

1339020.1 



[0139] Furthermore, at step 311, data processing system 101 outputs one or more of the 
following: 

i. an indicium of a portion of the fees incurred with respect to the primary market and 
with respect to each lender to be credited to each lender, which credit can be applied 

5 against the fees incurred by the lender in the secondary market; 

ii. an indicium of a portion of the fee, if any, to be credited to each insurer, which credit 
can be applied against the fees incurred by the insurer in reinsuring (i.e., being either 
the reinsurer, the reinsured or both) through data processing system 101; 

iii. an indicium of a portion of the fees incurred with respect to the secondary market and 
10 with respect to each lender to be credited to each lender, which credit can be applied 

against the fees incurred by the lender in the primary market; and 

iv. an indicium of the price to be paid by each lender and statistics subscriber for the 
statistics output in step 312 and an indicium of the terms and nature of the statistics 
output in step 312. 

15 [0140] The purpose of crediting a portion of the fee in one market to the other is to 

further encourage the lender/insurer to: 

(i) patronize data processing system 101; 

(ii) offer the widest variety of loan or insurance products at the lowest interest rates or insurance 
premiums and fees and with the best terms; 

20 (iii) close the largest number of loans, lines of credit and/or insurance policies possible with the 
assistance of data processing system 101; and 

(iv) buy and/or sell loans and pools of loans and/or reinsure through data processing system 101. 

[0141] Furthermore, by changing the amount of the fees in one market that can be 
credited against the fees in the other, data processing system 101 is able to affect the efficiency 

25 of both the primary and the secondary markets. 

[0142] The amount of the fee to be remitted back is also advantageously dependent on: 
(i) the measure of fees incurred by data processing system 101 from transactions in a given 
interval in which the lender/insurer has provided the loans, lines of credit, or insurance, and (ii) a 
graduated schedule (e.g., Table 3 above, etc.). It will be clear to those skilled in the art how to 

30 compute and output an indicium of the fee to be remitted back to each lender/insurer and how to 
compute and output an indicium of the fee to be credited to each lender/insurer against fees 
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incurred for buying and/or selling loans and pools of loans and/or reinsuring risks through data 
processing system 101. 

[0143] At step 312, data processing system 101 outputs some or all of the statistics 
(regarding the primary market or the secondary market) stored in statistics database 253. It will 

5 be clear to those skilled in the art that the "statistics" provided can include raw data as well as 
information about the raw data. Advantageously, some parties are given the statistics in real- 
time, while others are given them delayed by some duration (e.g., 15 minutes, 24 hours, etc.). 
Typically, the statistics in real-time will be considered more valuable than the statistics that are 
delayed. Furthermore, some parties might be given more statistics than others. 

10 [0144] Although some or all of the statistics can be sold for cash to the statistics 

subscribers (e.g., a newspaper, a financial analyst, etc.), the statistics are advantageously given 
for free or at a subsidized price to those patrons (e.g., the lenders, applicants, buyers and/or 
sellers of loans, insurers, reinsurers, reinsureds, etc.) who actually close loans and/or lines of 
credit, buy or sell loans, write policies, and/or reinsure through data processing system 101. In 

15 particular, the price of the statistics for a given patron advantageously decreases as a measure of 
the fees incurred with respect to all transactions (in both the primary and secondary markets) 
associated with that patron increase. The decision whether to output statistics to a patron in real- 
time or not and for free or for a subsidized price is advantageously made based on the amount of 
fees incurred by transactions involving that patron in a given interval., which is considered one 

20 indication of how much that patron has contributed to the efficiency of the market on data 

processing system 101. The data stored in earned fee database 254 and netbacking database 255 
are useful for this purpose. 

[0145] In steps 313 through 319, data processing system 101 functions as a market for 
the buying and selling of loans between buyers and sellers of loans, and/or the reinsurance of risk 

25 between reinsurers and reinsureds, for which each party incurs a fee, which is paid to the 
owner/operator of data processing system 101. In general, it will be to the advantage of the 
buyers and/or sellers of loans, reinsurers, and/or reinsureds if they base their bids and offers to 
trade or reinsure at least partially on the statistics output to them in step 312. Otherwise, they are 
likely to be arbitraged by other entities that do. 

30 [0146] Advantageously, the offers to sell and the bids to purchase are based on the 

statistics output to the buyers and/or sellers of loans in step 312. Furthermore, the fees incurred 
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by a buyer and/or seller of loans for buying and/or selling loans through data processing system 
101, or fees incurred by reinsurers and reinsureds for reinsuring through data processing system 
101 are advantageously considered by data processing system 101 in determining the price, 
timeliness, and completeness of the statistics offered to the buyer and/or seller of loans or 
5 reinsurer in step 3 12. 

[0147] At step 313, data processing system 101 receives an offer to sell one or more 
loans, or a bid to buy reinsurance at an offering price from a buyer and/or seller of loans or from 
each of a plurality of reinsurers. Advantageously, each offer either: 

1) describes each loan or insurance policy in terms of its closing attributes, or 
10 2) identifies each loan or insurance policy for which reinsurance is sought so that a 

potential bidder or reinsurer can retrieve the loan's or policy's closing attributes from 
closing attributes database 257. 
[0148] In either case, this facilitates the sale of pools of heterogeneous loans and/or 
reinsurance of policies by enabling each potential purchaser or reinsurer to evaluate the 
15 cost/value of each loan or insurance policy in the pool by his or her own standards. Furthermore, 
the offering price quoted for each loan or pool of loans is advantageously based on the statistics 
received by the buyer and/or seller of loans in step 312. 

At step 314, data processing system 101 compiles statistics on the loan or pool of loans offered 
for sale and/or the bids to buy reinsurance in step 313. The statistics might include, but are not 
20 limited to: 

• What is the total dollar volume of all of the pools of loans offered for sale? 

• What is the total dollar volume of all of the reinsurance bid to buy? 

• Any function of the offer to sell as a function of any other function — to answer 
questions such as "What is the lowest price offered for a pool of 100 home mortgage 

25 loans in New Jersey to borrowers who earn more than $65,000 per year?" or "What is 

the lowest premium bid to assume 10% of the liability in a pool of 100 flood 
insurance policies in New Jersey to insureds who live on flood plains?" 
[0149] It will be clear to those skilled in the art how to compile such statistics, which are 
stored in statistics database 253. Advantageously, the statistics are re -compiled each time a new 
30 offer is received to sell a loan or pool of loans, or a new bid to buy is received from a reinsured. 
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[0150] The statistics compiled at step 314 are stored in statistical database 253 in data 
storage device 203. Because the statistics stored in statistical database 253 are valuable, they can 
be sold or provided as described with respect to step 312. 

[0151] At step 315, data processing system 101 receives an offer to buy one or more 
5 loans at a bid price from each of a plurality of potential buyers of loans, and/or an offer to 
reinsure at an offering price from each of a plurality of reinsureds. Advantageously, the offer 
specifies the minimum closing attributes for each loan, or for each of the insurance policies that 
the reinsurer is willing to reinsure, and the offer price is based by the buyer or reinsurer on the 
statistics received by the buyer or reinsurer in step 312. 
10 [0152] At step 316, data processing system 101 compiles statistics on the offers to buy or 

sell received in step 315. The statistics might include, but are not limited to: 

• What is the total dollar volume of all of the reinsurance offered to be sold? 

• Any function of the offer to sell or buy as a function of any other function — to 
answer questions such as "What is the highest price offered for a pool of 100 home 

15 mortgage loans in New Jersey to borrowers who earn more than $65,000 per year?" 

or as "What is the lowest price offered for 20% liability for a pool of 400 flood 
policies in New York to insureds who live on flood plains?" 
[0153] It will be clear to those skilled in the art how to compile such statistics, which are 
stored in statistics database 253. Advantageously, the statistics are re-compiled each time a new 
20 offer is received to buy a loan or pool of loans or a new offer to sell is received by a reinsurer. 

[0154] The statistics compiled at step 316 are stored in statistical database 253 in data 
storage device 203. Because the statistics stored in statistical database 253 are valuable, they can 
be sold or provided as described with respect to step 312. 

[0155] At step 317, data processing system 101 compares each offer to sell a loan or pool 
25 of loans or bid to buy reinsurance, to each offer to buy a loan or pool of loans or to sell 
reinsurance to identify, if possible, a match between a buyer or reinsurer and a seller or 
reinsured. It will be clear to those skilled in the art how to compare each bid to buy with each 
offer to sell. 

[0156] At step 318, if a match between a seller and a buyer is found for a loan or pool of 
30 loans or a match between a reinsured and reinsurer is found for the reinsurance of one or more 
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policies, that fact is output from data processing system 101 to both the buyer/reinsurer and the 
seller/reinsured so that the loan sale or reinsurance contract can be consummated. 

[0157] At step 319, data processing system 101 compiles statistics on sale of the loan or 
pool of loans or reinsurance in step 318. The statistics might include, but are not limited to: 
5 • What is the total dollar volume of all of the loans or reinsurance sold in the last 24 

hours? 

• Any function of the sale to buy as a function of any other function — to answer 
questions such as "What is last price given for a pool of 100 home mortgage loans in 
New Jersey to borrowers who earn more than $65,000 per year?" 
10 • Any function of any reinsurance consummated as a function of any other function — 

to answer questions such as "What is last price paid to reinsure a pool of 100 auto 
liability policies in New Jersey to insureds who are 21 years old?" 
[0158] It will be clear to those skilled in the art how to compile such statistics, which are 
stored in statistics database 253. Advantageously, the statistics are re -compiled each time a new 
15 sale of a loan or a deal for reinsurance is consummated. 

[0159] The statistics compiled at step 316 are stored in statistical database 253 in data 
storage device 203. Because the statistics stored in statistical database 253 are valuable, they can 
be sold or provided as described with respect to step 312. 

[0160] At step 320, data processing system 101 receives a statement of the fee incurred 
20 for sale of a loan or loans or the brokering the reinsurance. Advantageously, the fee is incurred 
by both the buyer and the seller of the loan or loans, or by both the reinsurer and reinsured. In an 
alternative embodiment, the fee is incurred only from the seller of the loan or loans or from the 
reinsured. In an alternative embodiment, the fee is incurred only by the buyer of the loan or 
loans or by the reinsurer. 

25 [0161] Advantageously, the fee is based on the dollar volume of the loan pool trade or 

reinsurance transaction, and the indication of the fee incurred is stored in earned fee database 254 
in data storage device 203. The fee information is valuable because it enables data processing 
system 101 to determine how to distribute the aggregate fees and the statistics in statistics 
database 253 among the various lenders/insurers, loan or insurance applicants, insurance agents, 

30 application processors, reinsurers, reinsureds, underwriters, loan processors, and the owner of 
data processing system 101. 
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[0162] As stated above with respect to step 311, a portion of the fees incurred in step 320 
can be offset by the credit earned in step 311. 

[0163] After step 320, control figuratively passes to step 301, although it will be clear to 
those skilled in the art that the steps in FIGs. 4 and 5 need not be performed in order. Rather, 
5 many of the steps are advantageously performed in parallel in response to the submissions of 
lending underwriting standards, loan applications, offers to sell and offers to buy individual loans 
and pools of loans, underwriting standards, insurance applications, offers to sell and offers to buy 
reinsurance. 

[0164] For the convenience of the reader, the above description has focused on a 
10 representative sample of all possible embodiments, a sample that teaches the principles of the 
invention and conveys the best mode contemplated for carrying it out. The description has not 
attempted to exhaustively enumerate all possible variations. Other undescribed variations or 
modifications may be possible. For example, where multiple alternative embodiments are 
described, in many cases it will be possible to combine elements of different embodiments, or to 
15 combine elements of the embodiments described here with other modifications or variations that 
are not expressly described. Many of those undescribed variations, modifications and variations 
are within the literal scope of the following claims, and others are equivalent. 
[0165] What is claimed is: 
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